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TAGS/ EAID, EFIN, SN 

SUBJECT: SUSPENSION OF ELIGIBILITY OF ITALIAN FIRMS FOR ADB 
PROCUREMENT FROM SPECIAL FUND RESOURCES 

1 . AT MEETING OF ADB BOARD OF DIRECTORS ON 6 MAY, ADB 
PRESIDENT ANNOUNCED DECISION TO SUSPEND ITALY FROM LIST 
OF ELIGIBLE SOURCE COUNTRIES IN NEW TENDER DOCUMENTS 
ISSUED AFTER 1 MAY 1976 FOR PROJECTS FINANCED FROM 
SPECIAL FUNDS RESOURCES. ADB PRESIDENT EXPLAINED THAT 
ITALY BECAME ELIGIBLE SOURCE COUNTRY IN EARLY 1973 
UPON CONTRIBUTION OF ABOUT $1.5 MILLION TO THE MULTI- 
PURPOSE SPECIAL FUND. AMOUNT OF PROCUREMENT CONTRACTS 
FOR ITALY HAS EXCEEDED ITS CONTRIBUTION. THE EXCESS HAS 
BEEN FINANCED FROM BANK SET-ASIDE FUNDS PENDING 
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ENACTMENT OF ITALIAN LEGISLATION PROVIDING FOR PAYMENT 
OF INITIAL ADF CONTRIBUTION. 

2. ADB PRESIDENT EXPLAINED THAT HE HAD DISCUSSED 

THIS SITUATION EARLY LAST YEAR WITH ITALIAN AUTHORITIES 
WHO INDICATED THAT EFFORTS WERE BEING MADE TO EXPEDITE 
APPROPRIATION OF ITALY'S ADF CONTRIBUTION. IN 
NOVEMBER 1975. ADB PRESIDENT SENT LETTER TO ITALIAN 
AUTHORITIES EXPLAINING THAT HE COULD NO LONGER 
CONTINUE TO USE SET-ASIDE FUNDS TO FINANCE ITALIAN 
PROCUREMENT AND WOULD BE FORCED TO WITHDRAW ITALY 
FROM LIST OF ELIGIBLE SOURCE COUNTRIES FROM SPECIAL 
FUNDS RESOURCES EARLY THIS YEAR. AT ANNUAL MEETING 
IN JAKARTA, ITALIAN TEMPORARY GOVERNOR COULD NOT 
GIVE ASSURANCE ON TIMING OF ITALIAN CONTRIBUTION 
EVEN THOUGH SPECIAL LEGISLATIVE STEPS WERE BEING 
TAKEN TO ACCELERATE CONSIDERATION. 

3. ADB PRESIDENT SAID HE HAS NOW CONFIRMED TO 
ITALIAN AUTHORITIES THAT ITALIAN SUPPLIERS AND 
CONSULTANTS ARE NO LONGER ELIGIBLE FOR FURTHER 
PROCUREMENT UNDER SPECIAL FUNDS LOANS. HOWEVER, 

UNDER THE CIRCUMSTANCES HE AGREED WITH ITALIAN 
REPRESENTATIVE AN ANNUAL MEETING THAT THIS ACTION 
WOULD QUOTE SUSPEND UNQUOTE ITALIAN ELIGIBILITY 
ONLY TO CONTRACTS SENT OUT FOR TENDER AFTER 1 MAY 1976 
AND WOULD RESTORE ELIGIBILITY UPON RECEIPT OF INITIAL 
ITALIAN ADF CONTRIBUTION. 

4. ADB GENERAL COUNSEL EXPLAINED THAT BANK WILL 
CONTINUE TO HONOR PROCUREMENT IN ITALY UNDER OUT- 
STANDING TENDERS IN WHICH ITALY IS LISTED AS ELIGIBLE 
SOURCE COUNTRY. 
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